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GABON - KEY ECONOMIC INDICATORS 
(In U.S. dollars unless noted) 


1984 1987 

(selec. 
(proj. ) 

Domestic Economy 

Population (millions) 

GDP in current dollars ($ bil.) 

Real GDP growth (%) 

GDP-local currency (CFA bil.) 

Petroleum production (mmt) 

Consumer Price Index ($%) 

Labor Force (thous.) 


1.0 
3.5 
-10.0 
1066 
8.0 
8.0 
120 


rFPAOUAWE 
mee Ne © @ 
WOW Ul UI1O 
PAIORNWE 
Wei ie Ule ee @ 
DCOONOWO 


Government Finance 

Receipts ($ billion) 

Expenditures ($ billion) 
(investment budget) ($ mill.) 


Balance of Payments 

Exports (FOB) ($ mill.) 2020 
Imports (FOB) ($ mill.) 733 
Trade balance ($ mill.) 1286 
Current Account balance ($ mill.) 120 
Foreign debt ($ mill.) 786 
Debt service ratio (%) 11.0 
Foreign exchange res. ($ mill.) 223 
Average exchange rate 436 

X CFA = $1.00 


Foreign Assistance 
French economic aid ($ million) 82 52 69 


U.S. bilateral aid ($ thousand) 4884 1993 1684 
Economic 1774 1863 i533 
Military 3110 130 E51 


U.S.- Gabon Trade 

U.S. exports to Gabon ($ mill.) 36 91 25 

U.S. imports from Gabon ($ mill.) 707 523 227 

Trade balance ($ mill.) -671 -432 -202 

U.S. share of Gabon's exports (1985): 29% 

U.S. share of Gabon's imports (1985): 113% 

Principal U.S. exports (1985): aircraft and spare parts, buoys 
and floating docks, mechanical shovels 

Principal U.S. imports (1985): crude oil, manganese, sugar 


Sources: Government of Gabon, IFS, Embassy estimates 





SUMMARY : 


Gabon's oil-driven economy plunged as prices of Gabonese crudes 
fell from about $26 a barrel in 1985 to $13 a barrel in 1986. 
This external shock, combined with large government 
expenditures, forced Gabon to seek debt rescheduling and a 99 
million SDR stand-by agreement with the IMF in late 1986. The 
Government announced cuts in spending, including cancellation 
of most investment projects, salary reductions in the public 
sector, and sale of unprofitable public enterprises. In 1987, 
gross domestic product (GDP) is expected to decline by 10 
percent in real terms. 


Although the financial situation will dominate the economic 
scene until 1988 at least, there is some good news. The 
Rabi/Kounga oil field, the largest ever discovered in Gabon, 
will bring into production an additional 80,000 barrels of oil 
per day in the early 1990's. Tenneco will begin production of 
about 15,000 barrels per day in late 1987. The Transgabon 
railroad linking southeast Gabon with Libreville was 
inaugurated in December 1986 and construction of a new minerals 
port to export manganese will begin in 1987. 


Despite current difficulties, Gabon's oil resources, relative 
prosperity, economic and political orientation, and good ties 
with the United States make it an attractive partner for 


American businesses. The oil sector will continue to lead the 
economy and U.S. companies will want to follow closely the 
third bidding round for exploration areas, expected in late 
1987, and the $400 million project to develop the Rabi/Kounga 
oil field. Over the next 2-3 three years, however, there will 
be few new public investment projects and imports will be 
stagnant. Firms which develop key local contacts and can 
operate in a French environment could use this period to 
develop a base for expansion when the economy improves. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth: Gabon's economy is dominated by the oil 
sector, which in 1986 accounted for 44 percent of gross 
domestic product (GDP), 65 percent of exports, and 55 percent 
of government revenue. With the sharp drop in prices beginning 
in September 1985, Gabon's economy was subjected to a sharp 
shock and the repercussions will continue until the end of the 
decade. The economy declined in real terms by two percent in 
1986 and is likely to drop by 10 percent in 1987. 


The financial consequences have been even more dramatic. 
Gabon's exports dropped 44 percent from 1985 to 1986, and Gabon 
suffered a current account deficit of over $1 billion, 
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equivalent to over one third of GDP. Foreign exchange reserves 
plummeted from $180 million at the end of 1985 to $21 million 
at the end of 1986. 


Gabon announced budget cuts, controls on off-budget spending, 
and a wage and price freeze in February 1986 to adjust to the 
new financial situation. In September 1986, Gabon stopped 
payment on foreign debt. Following discussions with the IMF, a 
99 million SDR stand-by arrangement was reached in December 
1986. The 25-month program includes cuts in benefits for 
government employees; reductions in subsidies of public 
enterprises, basic commodities, and services; limits on 
government ministry borrowing; increased taxes; delay or 
cancellation of most investment projects; and privatization of 
parastatals in petroleum distribution (PIZO), retail sales 
(CODEV), public bus service (SOTRAVIL), and insurance (SONAGAR). 


This paved the way for rescheduling of Gabon's official debt by 
the Paris Club in January 1987, relieving Gabon of 100 percent 
of principal and 90 percent of interest payments falling due 
between September 1986 and December 1987, or approximately $400 
million. Gabon also held talks with its private creditors 
(London Club) in April 1987 and rescheduling of an estimated 
$50 million of private debt is expected later in the year. 


Trade: Gabon normally has a large trade surplus, generated by 
crude oil exports, which is offset by a large services 
deficit. In 1986 Gabon's oil exports plunged to $700 million 
from $1.58 billion the previous year. Gabon's other key 
exports - manganese ($117 million), wood ($115 million), and 
uranium ($67 million) combined accounted for 35 percent of 
total exports with all other goods contributing less than 2 
percent. 


In 1986 Gabon's imports were $970 million, an increase in 
dollar terms but in local currency terms a decline of 12 
percent. Imports are likely to decline to about $730 million 
in 1987 and remain flat for 2-3 years as the full effects of 
the decline in economic activity are felt. Main imports from 
the United States in 1985 were aircraft and aircraft parts, 
buoys and floating docks, and mechanical shovels. Over 95 
percent of the United States' $227 millicn in imports from 
Gabon in 1986 was crude oil. France is by far Gabon's largest 
trading partner, providing (in 1986) 46 percent of the 
country's imports ($442 million) and purchasing 53 percent of 
Gabon's exports ($553 million). Other key sources for Gabon's 
imports are Japan, West Germany, Belgium, and Great Britain. 
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Petroleum: OPEC's smallest member, Gabon produces about 
165,000 barrels of oil per day and has estimated reserves of 
over 100 million metric tons (730 million barrels). The three 
firms currently producing here are Elf, Shell, and Amoco, with 
Tenneco expected to come on stream in late 1987 with 15,000 
barrels per day. Production declined slightly to about 8 
million tons in 1987 but should increase significantly by the 
early 1990's to at least 10 million tons. Prices for Gabonese 
crude dipped to $13 a barrel in 1986 and the oil sector 
suffered, with new investment falling sharply and layoffs of up 
to one-third in the operating and oil service companies. 


Despite an otherwise dismal year, in 1986 the size of the 
Rabi/Kounga oil field in southwestern Gabon was confirmed and 
will open an important new onshore oil province. The field is 
the largest oil discovery ever in Gabon, with at least 300 
million barrels of recoverable reserves. Investment of over 
$400 million will be required over the next 3 years by the 
operator, Shell, and its partner, Elf, to bring into production 
approximately 80,000 barrels per day by the early 1990's. 


In other oil sector developments, Gabon's second bidding round 
for 14 exploration areas closed in 1986 and several companies, 
including Sun, Triton, Tenneco, Conoco, and Agip signed 
agreements for blocs offered since 1983. A third licensing 
round for 11 blocs will be held in late 1987. Gabon's 
refinery, SOGARA, produced about 600,000 tons of oil, primarily 
into diesel, gas, and fuel oil for the local market. PIZO, the 
state-owned distribution company, was dissolved in early 1987 
and its remaining assets will be managed by Shell. 


Mining: Gabon has approximately 30 percent of the free world's 
high grade reserves of manganese (200 million tons) and in 1986 
it exported almost 2.5 million tons at an average price of 
$43.58 a ton. Mined by COMILOG near Moanda in southeastern 
Gabon, the manganese is currently evacuated by a 76 kilometer 
cable system to Mbinda in the Congo and from there by railroad 
to Pointe Noire. In April 1987 the government approved plans 
by COMILOG to build a manganese handling facility at Port 
Owendo, near Libreville, to export at least half of Gabon's 
annual production via the Transgabon railroad. The port is 
expected to be completed in 1989. 


In 1986, Gabon produced 899 tons of uranium and exported 797 
tons at prices slightly above market levels. Mined by COMUF in 
yellow cake form, key markets are France (about 70 percent), 
Belgium, and Japan. 
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Gabon also has significant deposits of other minerals which are 
not currently exploited, such as iron and barite. Iron 
reserves estimated at 400 million tons are located in northeast 
Gabon at Belinga. Plans for a third leg of the Transgabon 
railroad to connect Belinga have been discussed for many years, 
with among others France, China, and South Korea, but the soft 
iron market and high costs involved in the raiiroad line itself 
have delayed development of this resource. Gabon is conducting 
an extensive minerals survey with the support of the European 
Community focusing on areas near the Transgabon railroad. 


Infrastructure and Communications: In December 1986, the 
second leg of the Transgabon railroad was inaugurated. Begun 
in 1974, the 656 kilometer line now cuts through dense tropical 
forest to link Franceville in southeastern Gabon with 
Libreville. Total cost of the project was about $3 billion. 
Manganese and some wood will be transported along it and the 
government hopes it will encourage economic activity by 
improving communications, a key problem. In 1986 the railroad 
carried about 120,000 passengers and 700,000 tons of goods. 


Gabon's two main ports, Port Gentil, the oil capital, and Port 
Owendo, near Libreville, had 7.6 million tons and 1.2 million 
tons of traffic respectively in 1985. The road network of 
7,500 km consists of 700 km of asphalt roads with the rest 
laterite or dirt roads. In late i986 Gabon began work on its 
national telecommunications project, which is aimed at 
expanding radio, television and phone service to regional 
capitals. Virtually all other infrastructure projects have 
been cancelled for the next 2-3 years because of financial 
austerity, but likely candidates in the future are road 
projects (radiating from the Transgabon railroad or linking 
Libreville or Port Gentil with the current network) and urban 
infrastructure. 


Agriculture, Fishing and Forestry: Less than 1 percent of 
Gabon's land is cultivated and agriculture contributes about 4 


percent to GDP. Gabon imports a very high amount of its food 
needs (over $120 million in 1986). Local production is grown 
by subsistence farming (manioc, bananas, taro, etc.) or 
parastatal organizations. One, Agrogabon, has begun to develop 
palm oil, fruits and vegetables, and cattle. Another, SOSUHO, 
produces about 16,000 tons of sugar. SIAEB produces about 
3,000 tons of chicken a year or half of local demand with an 
associated company, SMAG, producing all of Gabon's eggs. Gabon 
produces about 80,000 tons of fish, almost all of it by small 
artisanal operations. 
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Gabon has enormous forestry reserves estimated at 300 billion 
cubic meters. In 1986 it exported 957,000 cubic meters of 
okoume, used primarily in plywood. Unprocessed exports of 
okoume and the second largest variety, ozigo, are controlled by 
a state monopoly, SNBG, which has had administrative and 
financial problems in recent years. About 20 percent of local 
production is processed locally into lumber, plywood, and 
veneer. 


Other Sectors: Manufacturing contributes only about 4 percent 
of GDP with the most important industries being petroleum 
refining, food processing, and wood. Small market size, high 
labor costs, and lack of communications have limited growth of 
this sector. Construction activity fell off sharply in 1986 
with many local contractors forced to accept long term 
repayment for government projects. In 1985 the Gabon Power and 
Water Company (SEEG) produced 861 million kilowatt-hours of 
electricity, almost 80 percent of it coming from hydroelectric 
sources and the rest thermal-generated. 


IMPLICATIONS FOR THE UNITED STATES 
Several factors make Gabon an attractive market for U.S. firms 


despite current difficulties. Large new oil reserves have been 
discovered and several firms are increasing exploration 


Significantly. A member of the Franc Zone, its foreign 
exchange and investment regulations are liberal. Other 
positive features are Gabon's history of political stability 
and interest in diversifying its economic relationships. 


Best prospects for U.S. firms are in the petroleum sector, 
government development projects (particularly infrastructure), 
and management and technical support services. A vital element 
for a successful commercial program here is frequent contact 
with local representatives and offici2ls and the ability to 
conduct business in French. American firms will also find that 
in most areas there is strong competition from French firms, 
often supported by attractive financing and deep knowledge of 
the local market. For the period 1987-9, firms should follow 
closely development of the Rabi/Kounga oil field and new oil 
exploration, while in the early 1990's some modest increases in 
infrastructure projects should take place. 


The most effective firms doing business in Gabon establish a 
long-term presence, employing an agent and establishing a 
direct sales branch or subsidiary. Gabon's trade and payments 
system is virtually free of restrictions on transfers for 
international transactions. Customs duties are high, 
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averaging about 50 to 60 percent on most items. Shipping from 
the United States via France to Libreville takes about 10 days, 
and international airline, phone, and telex connections with 
Libreville and Port Gentil are excellent. 


Gabon has an investment incentive code dating from the 1960's 
which provides for tax incentives and reductions in duties on 
raw materials and capital equipment, though the approval 
process is long and complicated. The corporate tax structure 
(45 percent tax on profits, 18 percent on interest and 
dividends, 5 percent on wages) is slightly higher than similar 
developing countries. Labor laws provide extensive benefits to 
workers, including a relatively high minimum wage (about $216 
per month). To employ expatriate labor, a firm must 
demonstrate to the Ministry of Labor that local workers are not 
available and in most cases must establish a training program 
to increase employment by Gabonese. 


U.S. investment in Gabon now totals approximately $700 million 
and is concentrated in the petroleum sector, with Amoco, 
Conoco, Sun, Tenneco, and Triton engaged in exploration or 
production and several oil service companies located in Port 
Gentil. Citibank, established in Gabon since 1976, plays a key 
role in government and commercial banking. TAMS participated 
in the Transgabon railroad. USX is the largest single 


shareholder in Gabon's manganese producer, COMILOG, and 
Scientific Atlanta is a major participant in the national 
communications project. A wide variety of other U.S. firms, 
such as Caterpillar, Cessna, Hewlett-Packard, IBM, Motorola, 
and Sheraton are represented in Gabon. 


U.S. firms in Gabon participate in the American Businessmen's 
Association (ABA), which provides a forum for private and 
public sector representatives of all nationalities. The most 
important commercial event in Gabon, the Libreville 
International Trade Fair, takes place each year in March. For 
the past 4 years U.S. firms have participated in the American 
Pavilion organized by the American Embassy with U.S. Department 
of Commerce support. Those interested in doing business in 
Gabon may wish to review "Marketing in Gabon" (March 1987), 
published by the U.S. Department of Commerce; "Investment 
Climate Assessment - Gabon" (November 1985), prepared for the 
U.S. Agency for International Development; and feasibility 
studies funded by the U.S. Trade Development Program (TDP) on 
agriculture, roads, ports, and strategic minerals. Firms are 
also encouraged to contact the American Embassy in Libreville 
for further information. 
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